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I. INTRODUCTION 
 
A. Purpose of Report 
 
This Economic Development Subsidy Five-Year Update Report (Report) was prepared in accordance 
with California Government Code Section 53083(d) in order to inform the City Council of the City of 
Imperial Beach (City) and the public with an update regarding the economic development subsidy 
that was provided by the City to Sudberry-Palm Avenue LLC (Developer) or its permitted successors 
and assignees.  The subsidy is further described in the Operating Covenant Agreement (Agreement), 
approved in 2018, between the City and the Developer for the sharing of transient occupancy tax 
(TOT), defined as the TOT Incentive Payments (Subsidy).  The Subsidy is based on and calculated on 
an equal portion of the net TOT revenue collected and remitted to the City from the development, as 
described below. 
 
In 2020, the Developer constructed an approximately 62,000-square-foot (SF), 100-room, four-story 
Hampton Inn & Suites hotel (Project).  The Project is located on the westerly portion (Phase II Site) of 
a larger development project located at the southwestern corner of 9thth Street and Palm Avenue.   
 
In accordance with California Government Code Section 53083(d), this Report describes and specifies 
the following: 
 
(1) The name and address of all corporations or any other business entities that are the 

beneficiary of the Subsidy; 
 

(2) The start and end dates and schedule, if applicable, for the Subsidy; 
 
(3) The description of the Subsidy, including the estimated total amount of the expenditure of 

public funds by, or of revenue lost to, the City as a result of the Subsidy; 
 

(4) The statement of the public purposes for the Subsidy; 
 
(5) The net tax revenue to the City as a result of the Subsidy; and 
 
(6) The number of jobs created by the Subsidy, broken down by full-time, part-time, and 

temporary positions. 
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B. Summary of Findings 
 
The City engaged its economic consultant, Keyser Marston Associates, Inc. (KMA), to provide 
information related to the Project’s generation of tax revenues and employment.  The KMA findings 
are summarized as follows: 
 
 Under the terms of the Agreement, the City provided the Developer or its permitted successors 

and assignees with a total Subsidy of approximately $391,000 since July 2020. 
 

 Since May 2020, the Project has generated tax revenues, net of the Subsidy, of approximately 
$433,000, consisting of property tax, TOT, and sales tax. 
 

 To date, the Project has created 254 full-time construction (temporary) jobs and 20 full-time and 
5 part-time permanent jobs.  

 
C. Description of Property and Project 
 
The Phase II Site consists of approximately 1.40 acres and was part of the second (westerly) phase of 
a larger development site located at the southwestern corner of 9th Street and Palm Avenue.  The 
Phase II Site was comprised of two (2) parcels, Parcel F and Parcel G, which were consolidated into 
one (1) legal lot for the development of the Project.  The Phase II Site was developed with a Hampton 
Inn & Suites hotel and includes 100 rooms, interior amenities, an outdoor recreational pool, and 
surface parking. 
 
II. NAME AND ADDRESS OF BUSINESS ENTITY RECEIVING SUBSIDY 
 
The Subsidy provided under the Agreement is paid to the Developer or its permitted successors and 
assignees, under the name: 
 

Heritage Inn 
4520 36th Avenue S 
Fargo, ND 58104 
 

III. START AND END DATES OF SUBSIDY 
 
Under the obligations and covenants set forth in the Agreement, Subsidy payments are delivered by 
the City to the Developer or its permitted successors and assignees after certain conditions of the 
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Project were completed.  The Developer met those conditions and the Subsidy payments began in 
July 2020.  The Subsidy will end on the earlier of:   
 
1. the date that is 10 years from the date of commencement of operation of the Project, defined as 

the Payment Period in the Agreement, or  
 

2. the date on which the Developer or its permitted successors and assignees has received a total of 
$2,500,000. 

 
Since the Subsidy payments began in July 2020, it is anticipated that the Subsidy will end no later 
than July 2030. 
 
IV. DESCRIPTION OF THE SUBSIDY 
 
The City is providing the Developer or its permitted successors or assignees a Subsidy equal to 50.0% 
of TOT revenue generated by the Project for no more than 10 years in an amount not to exceed a 
total of $2,500,000. 
 
V. PUBLIC PURPOSE OF SUBSIDY 
 
Development of the Project has assisted the City in achieving its economic development goals and 
objectives as defined in the City’s General Plan.  These include the following:  
 
 Development of visitor- and convention-serving facilities that encourage use of local commercial 

retail and visitor-serving facilities, which leads to an increase in sales tax revenue to the City 
 

 Generation of increased General Fund revenues through an expanded tax base (property tax and 
TOT), which enables the City to increase public services and improve public infrastructure 
 

 Provision of employment opportunities for the residents of the City 
 
 Revitalization of underutilized and vacant land 
 
VI. NET TAX REVENUES TO CITY 
 
The Project currently generates property tax, TOT, and sales tax.  Only one (1) business occupies the 
Site.  The amount of sales tax generated by individual businesses is legally confidential in California 
and cannot be publicly disclosed.  Therefore, the amount of sales tax has been combined with 
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property tax and TOT to protect the sales tax confidentiality.  According to the City’s Finance 
Department, the Project has generated combined total gross tax revenues of $823,768 from May 
2020 through June 2022.  After accounting for the Subsidy provided to the Developer, the City has 
collected total net tax revenues of $432,797. 
 
VII. NUMBER OF JOBS CREATED BY THE SUBSIDY 

 
Development of the Project created 250 temporary and 4 permanent construction jobs with all 
employees considered to be full-time.  At present, the Project contains 25 full-time permanent jobs, 
of which 20 jobs are full-time and 5 jobs are part-time. 
 
VIII. LIMITING CONDITIONS 
 
1. The KMA analysis is based, in part, on data provided by secondary sources such as state and 

local governments, planning agencies, real estate brokers, and other third parties.  While KMA 
believes that these sources are reliable, we cannot guarantee their accuracy. 

 
2. The projections and analyses contained herein are based on estimates and assumptions which 

were developed using currently available economic data, project-specific data and other 
relevant information.  It is the nature of forecasting, however, that some assumptions may not 
materialize and unanticipated events and circumstances may occur.  Such changes are likely to 
be material to the projections and conclusions herein and, if they occur, would require review 
or potential revision of this document. 

 
3. Any estimates of revenue or cost projections are based on the best project-specific and fiscal 

data available at this time as well as experience with comparable projects.  They are not 
intended to be projections of actual future performance of any specific project.  Any changes 
to costs, development program, or project performance may render the conclusions contained 
herein invalid. 

 
4. KMA assumes that all applicable laws and governmental regulations in place as of the date of 

this document will remain unchanged throughout the projection period of our analysis.  In the 
event that this does not hold true, i.e., if any tax rates change, the analysis would need to be 
revised. 

 

5. KMA is not advising or recommending any action be taken by the City with respect to any 
prospective, new or existing municipal financial products or issuance of municipal securities 
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(including with respect to the structure, timing, terms and other similar matters concerning 
such financial products or issues). 

 

6. KMA is not acting as a Municipal Advisor to the City and does not assume any fiduciary duty 
hereunder, including, without limitation, a fiduciary duty to the City pursuant to Section 15B of 
the Exchange Act with respect to the services provided hereunder and any information and 
material contained in KMA’s work product. 

 

7. The City shall discuss any such information and material contained in KMA’s work product with 
any and all internal and/or external advisors and experts, including its own Municipal Advisors, 
that it deems appropriate before acting on the information and material. 


